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The registration of the first housing condominium in the history of Armenia is an epic event
that culminates six years of housing reform programs within the Republic of Armenia. The
United States, acting through USAID/ICMA, has been pleased to be a part of the reform
efforts for the past three years. The formation of condominiums was authorized last May
by the Governmental Decision on Co-Ownership Entities (Condominiums) mandating the
formation of condominiums in all buildings where over half of the apartments are privatized,
and allowing for the voluntary formation of condominiums in all buildings where over half of
the apartments are privatized, and allowing for the voluntary formation of condominiums in
all other multifamily buildings. This process represents a significant step in accommodating
an organized transfer of property from the public sector to private owners, and is considered
a critical step in Armenia's transition to a market economy.




ABSTRACT

During the last half of 1995, |ICMA trained resident
facilitators conducted a series of USAID sponsored condon ni um
formation semnars for the largest cities in Arnmenia. The
semnars were an outgrowh of a concerted effort by USAID/ I CVA to
assi st local governnents in conplying wwth the May 6, 1995,

Gover nment Deci sion of the Republic of Arnmenia mandating the
cities to inplenment a programto convert the nultifamly housing
stock to condom ni um ownership by the end of 1995. A condition
for additional advisory assistance from USAID/ I CVA required that
cities establish and staff an O fice of Condom nium Services to
adm ni ster the condom ni um program and provi de training and

assi stance to owners seeking to regi ster condom ni uns.

Thi s paper describes the neasures taken and the assistance
provided in establishing an O fice of Condom nium Services within
t he governnent organi zational structure for the capital city of
Yerevan, and wthin the governnent of the city of Vanadzor, an
industrial city still working to recover fromthe devastation
caused by the 1988 earthquake. The first condom ni um associ ation
in Armenia was registered utilizing the training and materials
provided by USAID/I CVA during this task order and that previously
menti oned. A nunber of recommendations for replication of the
programare included in this report as are the materials
devel oped under this task order
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1. EXECUTI VE SUMVARY

In a small room behind a nei ghborhood postal station in
Yerevan, Arnenia, a small group of owners of recently privatized
apartnents cane together and adopted organi zati onal docunents to
regi ster their homes into a condom nium association. This epic
event by ordinary Arnmenians com ng together in a sinple setting
wi |l be remenbered as an event that |aunched Arnenia on a course
of housing reformthat will eventually change the way all
Arnmeni ans are housed and w il assure their full participation in
the decisions affecting the quality of their housing.

The condom nium programin Arnmenia began in My, 1995, when
t he Republic of Arnenia adopted a Governnental Decree on Co-
Omnership Entities climaxing six years of work on housing reform
measures and a three year collaboration with USAI D/ I CVA.  Anong
t he housi ng reform acconplishnments achi eved with USAI D/ | CVA
assi stance was the |aunching of a nationw de programto encourage
t he conversion to condom ni um ownership for all buildings having
nore than half of the apartnent units privatized. Soon after
adoption of the Governnental Decree mandating the conversion to
condom ni um owner shi p, M chael E. Kucharzak, author of this
report, was sent to Arnenia to develop and inplenent a training
program for |ocal government officials designed to help the
| argest cities in Arnenia conply with the Decree by registering
t hose buil dings mandated to be converted to condom ni um owner ship
by the end of 1995. The task order required that Kucharzak train
| ocal instructors so that they will be able to conplete the
training on an additional 35 cities by year end. The task order
was successfully conpleted, and the resident trainers are
offering the training on a schedule that will neet the goal
established for the program'*

Foll owi ng the task order visit and the training of the seven
| argest cities, a study tour for select programparticipants
provi ded additional training in the operation and nmanagenent of
condom niuns in the United States. The positive reception of the
condom ni um conversion programled USAID/ I CMA to send the author
back to Arnmenia for two weeks in QOctober-Novenber to work with
the local trainers and the project manager in the next phase of
t he condom ni um conversion program the establishnment of an
operating Ofice of Condom nium Services, and the registration of
the first condomniumw thin the Republic of Arnmenia. The task

For additional information regarding the task order consult Condominium Housing Formation In The Republic Of
Armenia, Kucharzak, Michael: ICMA Report July, 1995 Project No. 110-0008 Task Order 101




order for this second visit by the author required providing
techni cal assistance to two cities, the capital city of Yerevan,
and the industrial city of Vanadzor, both of which denonstrated
an excellent grasp of the programrequirenents and a strong
political will to acconplish the task as evidenced during the
USAID/ I CVA training programand the United States study tour.

This report is a detailed account of the work acconpli shed
during a two-week assignnent in Arnenia where the author, as an
| CMA TDY consultant and the staff of the ICVA office in Yerevan,
assisted the cities of Yerevan and Vanadzor in establishing an
of fice of condom nium services, and the registering of the first
condom ni um associ ati ons in Arnenia.

Compl etion of this task order helps fulfill the objective of
the republic and USAID/I CVA to continue to nove toward a phase
out of the consulting assistance provided by the United States to
t he condom nium formati on program whil e assuring that adequate
trai ning and support materials have been provided to the cities
to enable local trainers and advisors to conplete the housing
privatization programw t hout assistance from USAID/ I CVA. The
goals of the mssion and the objectives of the task order have
been successfully acconpli shed.

111. BACKGROUND

Arnmenia is located in the Caucasus region and enconpasses an
area nearly identical in size to the state of Maryl and.
Approxi mately 1, 300,000 of the 3,415,566 inhabitants live in the
capital city of Yerevan. Arnenia is a predomnately Christian
country having established the Arneni an Apostolic Church in the
second century A D. Surrounded by predom nately Muslimcountries
have left Arnenia with a |l egacy of strife, warfare and unrest
that continues sporadically with the last fighting occurring in
1990 al ong the boarder with Azerbaijan. An enbargo inposed al ong
t he Nagor no- Kar abakh regi on adjoining Arnenia is an outgrow h of
a conflict which has been going on since 1988, sparked by a
di spute over the sovereignty of the region, an area within
Azer bai jan popul ated by ethnic Arnenians. Further hardshi ps cane
when in Decenber 1988, a mmjor earthquake struck northwestern
Armenia, killing over 25,000 people and destroying or severely
damagi ng nost of the factories and the housing, |eaving over
500, 000 honel ess. Al though nunerous countries responded wth aid
to construct new, and rebuild sal vageabl e el ements of the cities
i ncluding: hospitals, factories, schools and dwellings, many
Arnmenians in the area affected by the earthquake are still |iving



in housing that was intended to be tenporary. The extent of the
devastation, and the ever grow ng demand for foreign governnent
di saster assistance will require that many Arnenians will remain
in the tenporary housing as the only housing resource avail abl e
in spite of the best efforts of USAID, Wrld Bank, and numerous
ot her countries and phil anthropic organi zations to inprove the
living conditions of the residents of the earthquake zone of

Ar meni a.

A war related enbargo i nposed by Azerbijan has resulted in
very difficult conditions affecting the novenent of goods and
materials in and out of Arnenia through the traditional northern
routes to Ceorgia which, due to a lack of a constant supply of
energy production via the sane routes, has severely limted
econom ¢ expansion. Today, Arnenia is producing only 30 percent
of the electricity needed to operate the country. Factories are
idle and residents live with electrical and water service for
only a few hours a day. Yet the hardships they endure are
accepted as a natural outcone of a changing political structure.
On Septenber 23, 1991, Arnenia declared its independence,
provi ding the opportunity for sweeping economc reforns to create
a free market econony, and granting to Arnenia for the first tine
inits 1,988 year old history, an independent, free and
denocratic formof governnent. The true wealth of Arnenia is her
people, who in the face of extrene shortages and hardship and an
uncertain future, are willing to undertake necessary reforns to
assure a continued free republic.

| V. EUNCTI ONAL AND ORGANI ZATI ONAL STRUCTURE
OF THE YEREVAN OFFI CE OF CONDOM NI UM SERVI CES

A. M SS| ON

The principal mssion of the Ofice of Condom ni um Services
(OCS), is the inplenentation of the governnent adopted housing
policy. In order to grant the OCS the status and authority to
acconplish the assigned m ssion, the OCS has been formally
established by the Executive Commttee of the Yerevan City
Council. The executive commttee al so appoints the Head of the
O fice of Condom nium Services followi ng their established policy
of appointing the city's line nmanagers. Before the work on this
task order began, the executive commttee assigned the duties for
t he condom ni um programto the Yerevan Departnent of Public
Bui | di ngs/ Structures Managenent headed by Kanp Khachatrian and
appoi nted Ruben Ter-Gigorian as the designated head of the
O fice of Condom nium Services for the Gty of Yerevan.



Khachatrian and Ter-Gigorian petitioned ICVA to provide a
tenporary housi ng advisor to assist the city in establishing the
OCs.

Prior to beginning the work on this task order, the SRCCM
established the follow ng tasks for the OCS to acconplish in
fulfilling its m ssion:

E The pronotion of the Condom ni um Regul ati ons through
mass nedi a.

E The establishment of an information service within the
of fice.

E Serve as initiator of condom niuns in buildings where
over half of the dwelling units are privatized and the
formation of a condom niumis mandatory under the
condom ni um regul ati on

m:

Be responsi bl e for establishing the physical boundaries
and the assignnent of buildings conprising the
condom ni um property.

E Be the designated city agency to provide training and
al l ocation of personnel assigned to work on the
condom ni um pr ogr am

m:

Be responsi ble for assisting registered condom niuns in
t he process of devel oping work specifications and the
soliciting of bids from mai ntenance firnms and
managenment agents.

B. ORGANI ZATI ON AND STRUCTURE OF OCS

In order to adequately performthe tasks and acconplish the
m ssi on, the SRCCM envi sioned a del egation of duties within the
office into eight subdivisions each staffed with specialists that
the prelimnary docunents identified as "necessary." The SRCCM
specifically identified the follow ng staff positions:

E Condom nium Facilitators -- whose principal role wll
be education, publicity and comunity organization.

E Legal Experts -- whose duties will require the
interpretation of the governnment adopted Condom ni um
Regul ations and other regul ations and | aws affecting
t he program
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E Technical Experts on building conditions -- who wll be
responsi bl e for establishing a record of the physical
property being considered for registration as a
condom nium The SMCCM further identified specific job
titles requiring special training or certification.

The specific staff positions are:
E Structural Engineers
E Mechani cal Engineers
E Electrical Engineers
E Architects

E Property managers -- who will be responsible for
Iiaison activities between the established condom ni um
associations, the city and other support agencies.

E Conputer Specialists -- who will establish and nmaintain
dat a managenent and accounting systens.

E Accountants -- who will assist the energing
condom ni uns i n gaining an understanding of the fiscal
aspects of nmanagi ng the associ ati on.

E Ofice Managers -- who will manage the office and
supervise the follow ng staff:

E File derks
E derical Assistants

E Personnel Specialists

V. __ACCOVPL| SHMENTS | N | MPLEMENTI NG THE YEREVAN OFFI CE OF
CONDOM NI UM SERVI CES WORK PLAN

A. ACTI ONS TAKEN PRI OR TO THE START OF THE TASK ORDER

1. Accomplishnents of the Gty of Yerevan

During the period imediately followng the first task

11



order which provided USAID/ICVA training for the city of
Yerevan officials and the beginning of this task order, the
city of Yerevan acconplished the follow ng:

E Assigned the responsibilities for the adm nistration of
t he condom ni um program to Kano Khachatrian, Head of
t he Yerevan Mai ntenance Depart nent.

E Established an adnmnistrative Ofice O Condom ni um
Services within the central adm nistrative offices of
t he Mai nt enance Depart nent.

E Appointed Ruben Ter-Gigorian to head the Ofice of
Condom ni um Ser vi ces.

E Hired Gayane Fandunts as O fice Manager for the central
adm nistrative Ofice of Condom nium Servi ces.

E Hired 16 Facilitators and assi gned themto specific Zshek

districts.

E Established a goal to have 60 condom ni uns registered
before the end of the year, and assigned the task to
specific facilitators and Zshek districts.

E Established a policy whereby Khachatrian and Ter-
Gigorian neet with the facilitators on a weekly basis.

2. Acconplishments of | CVA

Prior to Kucharzak's arrival, |ICMA Yerevan established
an office within the newly established Ofice of Condom ni um
Services located within the central admnistrative offices
of the City of Yerevan mai ntenance departnent. | CMA Project
Manager Di ana Avetian was assigned to the office.

B. THE DEMONSTRATI ON PRQJECT

For several nonths, the Yerevan | CVA of fice has been working
with the | eadership of an energi ng condom niumthat has
denonstrated strong initiative in formng a condom ni um
consisting of 432 dwelling units. Prior to the start of this
task order, the condom nium had conpl eted the nodel forns for
regi stering a condom ni um provi ded by I CVA, had held an

12



organi zati onal neeting, elected officers and submtted the
conpl et ed documents? to the Yerevan City Council for a Decision,
the | egal designation establishing the condom nium and to the
state registrar for recordation. On Cctober 20, 1995, the city
council issued Decision 39/11 Organi zing a Condom niumin
Buildings 1 and 3, Yerevan Kochar Street and 20, 22 and 24
Vardanants Street, and named it as the "H&H' Condomi nium?® The
name cones fromthe first nanmes of two resident |eaders, Haik and
Hovi k who organi zed the residents and noved the associ ation

t hrough the formation and application process. On Novenber 8,
1995, after a brief cerenony, the H&H condom ni um becane t he
first condom ni um associ ation to be registered in the Republic of
Ar meni a.

On Novenber 4, Kucharzak was invited to attend a neeting of
the association board. |In addition to the six board nenbers, ten
other residents were in attendance. W rking froma prepared
agenda, the board approved the organi zational structure of the
associ ation, assigned commttee chairs and began the hard work of
determ ning the sources of inconme including the owner
assessnents, and the identification of |ong- and short-term goal s
that the association could address. The board, at the suggestion
of the president, added a cabinet and agreed to anmend the charter
to include the adm nistrative body which is intended to deal with
i ssues that the president cannot decide on his own, but cannot
wait until the 19 nenber board can neet. The board is currently
negotiating with the city in an effort to rent a vacant
commercial space within the building that will be used as the
association office. A nunber of staff positions were proposed
for discussion including: a property manager, an accountant and
an attorney. In addition to the admnistrative staff, the board
di scussed the possibility of hiring an electrician, a plunber and
ajanitor. One of the directors suggested seeking sponsors for
t he association, including the possibility of receiving a grant
fromthe United States. Having raised the possibility of
receiving a grant fromthe United States, the president presented
a request to the author acconpanied by a 29 itemlist carefully
typed in English. Kucharzak di sabused the board from pursuing
the U S grant idea, and suggested that the board focus on ot her
| ocal sources of generating revenue. The discussion turned to the
conpensation that would be paid to the staff and the need to
determ ne the anount of incone that could be generated so that
the board could better determ ne the nunber of staff positions

See Exhibit A, The Registration Documents for the H& H Condominium
See Exhibit B, Decision #39/11 of the Executive Committee of the Y erevan City Council of Deputies.
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that could be supported. The board had a good grasp of the
conplexities of hiring personnel as evidenced by the discussions
that included an expression of concern that the association pay a
living wage to their enployees, taking into account that the
government will w thhold 37 percent of the gross salary for the
social tax. Further evidence of the sophistication and business
acunen of the board was evidenced by the decision to explore the
installation of water neters in an effort to conserve water and
to lower the cost to the owners by only paying for the actual
consunption rather than the current per person assessnent. The
suggestion assunes that a progressive consunption rate schedul e
will be adopted by the city. The suggestion parallels the desire
of the head of maintenance to encourage a denonstration of the
energy conservation that could be realized through the netering
of the pipe supplied utilities. The board decided to assign the
task of determ ning the staffing needs, and the devel opnment of a
Iist of suggested short and long termtasks that could be
considered by the board to the commttees for study with a report
to the board due in a week.

Anmong the problenms confronting the association are:

E The lack of equipnent for the office and the maintenance
staff

E The need for the republic or the city to anmend the
| egislation to obligate comrerci al spaces contai ned
within the structures conprising the association to be
included in the property roster. This would permt the
association to collect the commercial rent, a potentially
i nportant source of income for the association.

E The need for clarification of the services that the city
will continue to provide to the condom ni um
specifically, a clarification of the extent of
responsibility for the utility supply system The
associ ation needs to know if they are responsible for the
utility supply systemwthin the structures and the city
responsi ble for the supply system outside the buil ding
envel ope.

V. OBJECTIVE OF THE TASK ORDER

The task order was intended to help create a | ocal capacity
to assist the process of formng effective condom ni um
associ ati ons on an ongoi ng basi s.

14



The principal mssion of the Ofice of Condom ni um Services
(OCS), is the inplenentation of the governnent-adopted housing
policy. In order to grant the OCS the status and authority to
acconplish the assigned mssion, the OCS has been formally
established by the Executive Commttee of the Yerevan City
Council. The executive commttee al so appoints the heads of the
city departnents, including that housing the Ofice of
Condom ni um Services. Before the work on this task order began,
t he executive commttee assigned the responsibility for the
condom nium programto the Yerevan city mai ntenance depart nent
and appointed its top adm nistrator, Kano Khachatrian, to head
t he condom ni um conversion effort. Kanbo Khachatrian appointed
Ruben Ter-Gigorian as top nanager of the O fice of Condom nium
Services for the Cty of Yerevan, and established an office in
the central adm nistration building of the maintenance
departnent. Khachatrian petitioned |CVA to provide a tenporary
housi ng advisor to assist the city in establishing the OCS. The
fulfillment of that request resulted in the task order that is
reported upon in this report.

A. PRE-TRI P PREPARATI ONS

Prior to leaving for Arnenia, Kucharzak reviewed the | ast
task order and the resulting report fromthe previous trip he
made to Arnmenia to help establish a training programfor |oca
government officials inplenmenting the programto register
condom ni uns. Because the Yerevan State University 201 course
training materials have not been translated into English, and
avai lable to himbefore he left, he reviewed the text ABCs A
Basic Course for Association Leaders by Katherine Rosenberry,*
whi ch John Lawt on said was the basis upon which the 101 course
was devel oped. The material in ABCs provides a basic
under standing on the operation, |egal status and financing of
owni ng and managi ng a condom ni um association in the United
States. Kucharzak believed the material would be hel pful if
presented to the staff of the Ofice of Condom nium Services. He
also felt that the basic material should be presented in a
handout or workbook format simlar to the materials prepared for
Kazakhstan followi ng the introduction of the training for city
officials. To assure that adequate materials were avail abl e once

ABCs A Basic Course For Association Leaders, Rosenberry, Katherine
Community Associations Institute, Alexandria, VA 1994
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Kucharzak arrived in Arnenia, he visited several libraries and
sel ected a nunber of books on the purchase, ownership and
managenent of condom niuns. Selected material was photocopied
and a book that may prove hel pful was brought along to Arneni a.
In addition, materials prepared under other USAI D/ I CVA contracts
for Romani a, Kazakhstan, as well as the final report fromthe
first visit to Arnenia, and a nunber of job descriptions that may
be hel pful in identifying staffing needs were packed for the TDY
visit.

B. MEETINGS WTH LOCAL COFFI CIALS TO HELP DESI GN
THE DEPARTMENT, | DENTIFY TASKS, STRUCTURE
STAFFI NG, PHYSI CAL SPACE, EQUI PMENT AND BUDGET.

1. Meetings with the Top Adnmnistrators of the Ofice O
Condoni ni um Servi ces

A half day neeting with | CMA Resi dent Advisor, Steven
Anlian, and Project Coordinator, D ana Avetian, provided the
author with the background on the current status of the
condom ni um programin Arnenia. Considerable progress has
been made on the first phase of the programto encourage the
formati on of condom niuns. On the encouragenent by the head
of the Hai bnakkonmuntnt, the maintenance service organi zation
for Arnenia excluding the city of Yerevan, the I CVA staff
expanded the training programfromthe original 26 cities to
the current goal to train 44 of Arnmenia's largest cities. A
| egal problemhas required the intervention of the Cabinet
of Mnisters or the Prine Mnister to introduce a correcting
pi ece of legislation that will anmend the Decree on Co-
Ownership Entities by deleting the requirenment that the
operation of condom ni um associ ati ons be based on the
national |aw on Enterprises and Entrepreneurial Activities
whi ch required the condom ni unms be regi stered as non-profit
entities. Wthout the nodification, condom nium
associations will have to denonstrate that they have a set
anount of assets on deposit in a state bank. This would be
an i nsurnount abl e probl em for the energi ng condom ni uns.
Wrk on the task order continued pending the resol ution of
the legal conflict.

The schedul ed neeting with Kano Khachatrian, head of
t he Yerevan nmi nt enance departnent, was held. Ruben Ter-
Gigorian, head of the Yerevan Ofice of Condom ni um
Services, was absent due to illness. The neeting resulted
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in a beneficial exchange of ideas on the condom ni um
program Khachatrian provided the author with background
information as to how t he condom ni um program canme to be
assigned to the city mai ntenance department.® Khachatrian
stated that he is commtted to the privatization of the city
mai nt enance departnents (Zshek) and has devel oped a plan for
privatization that has been submtted to the office of the
mayor, but has not been acted upon.® He stated that the
mayor is interested in elimnating the m ddl e nanagenent

pi ece of the mai ntenance structure, the eight district

mai nt enance offices, leaving the central adm nistration and
the 54 Zshek offices. The privatization of the city

mai nt enance functions is a major concern to the city

mai nt enance staff and is a critical area that requires nore
attention to assure that the maintenance personnel do not
undertake nmeasures to derail the housing reformefforts of

t he governnent and USAI D/ | CMVA. *

Kuchar zak acknow edged the work acconplished by the
city in establishing the Ofice of Condom nium Services. He
stressed that the office on the first floor of the city's
central maintenance admnistration building is adequate as a
central adm nistrative office, but the structure of the OCS
Will result in the residents identifying the OCS with the
district Zshek offices. This may result in a perception of
the quality and delivery of services as "business as usual."
Kucharzak further stressed the inportance of the
facilitators and the nei ghborhood site offices (54 Zshek
offices). The key role of the facilitators requires that
they be available for neetings wth owners at tines that are
convenient to the owners (evenings - weekends), and that the
nei ghbor hood of fices be staffed wth know edgeabl e cl eri cal
support staff that can distribute an owner's packet
containing the fornms panphlets and necessary information to
enabl e owners to begin the paperwork necessary in recording
a condom ni um associ ation. Care nmust be taken to keep the
facilitators from becom ng 9-6 bureaucrats.

A review of the docunents submtted by a vol unteer
condom ni um associ ati on denonstrated that the node
docunents devel oped by I CVA are adequate to register a
condom ni um

See Exhibit C, the Decision of the Executive Committee of the Y erevan City Council directing the reorganization
of the city maintenance department.

See Exhibit D, Draft Decision regarding the reorganization of the City Maintenance functions.

See Recommendations p. 35-39.
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2. Meetings with Zshek Admi nistrators

a). Meeting with the adm nistrator of Spandarian 2/ 2.

The |1 CVA condomi ni um work teamvisited the
proposed condom ni um denonstration site, and net with
the adm ni strator of Zshek Spandarian 2/2, Derenik
Davtian. The four building apartnent conplex fronts on
Knuni ants, Vardanants and Nal bandi an streets. Davtian
stated that there are 586 apartnments contained in the
t hree buil dings conprising the potential condom ni um
Approxi mately 447 apartnments are known to have been
privatized. He stated that it is possible that nore
than 76 percent of the units are privatized since it is
known that some apartnents have filed for privatization
and the Zshek is not always notified that the process
has been conpl et ed.

Davtian said that he is having difficulty in
getting support for condom niumformation fromthe
O fice of Condom nium Services. The facilitator that
is responsible for the district refuses to work with
the owners saying that he is assigned to another
conpl ex. Davtian said that the | eadership of the
apartnent conmunity is ready to proceed with the
organi zati onal work needed for registration, and that
in his opinion, the community woul d be successful and
ongoi ng since the site contains all of the necessary
el enents for private managenent including office space,
an electrical substation, and its own water main
connecti on.

VWhen asked for data on the current assessnents for
housi ng services, Davtian provided the follow ng
i nformati on:

E The current assessnment for rent is one dram per
square nmeter per nonth. The size of the
apartnents are:

One room apart nment 17-20 square neters
Two room apart nent 32-35 square neters
Three room apart nment 45-50 square neters
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Four room apart nment 60 square neters
E Water service is assessed at 227 drans per person.

E Electrical service is individually netered and
charged at the rate of 12 dranms per kilowatt hour.

E Trash renoval currently is assessed at 84 drans
per person. The rate is reviewed every two nonths
and i ncreased as necessary.

Davti an stated that the nonthly charges for communal
services exceeds the average nonthly salary of the
typi cal pension of the residents.

The Spandarian 2/2 Zshek serves 98 buil di ngs.
Presently, the nonthly conpensation for a janitor is
2,300 Dramns; however, nost enployees work two shifts
and earn a base salary of 4,600 drans. A bonus is
often given averaging 2,500 dranms, bringing the total
conpensation for a janitor to 7,100 drans per nonth.

A trade specialist such as an electrician or a
pl unber would earn 2,700 dranms and often receives a
bonus of 3,000 for a typical nonthly salary of 5,700
drans. Although the trade specialists do not typically
work nore than one shift, tradition demands that
residents pay extra noney to the Zshek specialist in
order to get repairs properly corrected in a tinely
manner .

Author's Note: It is this hidden housing cost that is
not taken into consideration when the city officials
di scuss the cost of housing and the ability of the
residents to pay market rates.

After the privatization of the maintenance
services, Davtian envisions operating the office as a
free market enterprise enploying the best of his
current enployees. He stated that he has a network of
trade specialists wwthin the community who are not part
of the Zshek system whom he has nurtured to assure that
he can provide the services and tasks required by the
residents. Once nmaintenance is privatized, Davtian
expects to be able to pay his enpl oyees nore than they
are currently earning under the city adm nistered
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system and understands that the market based

mai nt enance nmust provide quality repairs and renodeling
or the owner-custoners will | ook el sewhere for

mai nt enance contractors.

The aut hor asked if Davtian expected to have
difficulties in obtaining materials and equi pnent
necessary to maintain the buildings once the
mai nt enance functions have been privatized. The
gquestion cones from experience in other republics where
the access to building materials and the ownership of
speci ali zed or heavy construction equi pnment remains as
a governnent controlled nonopoly. Davtian did not
believe that he will have a problem Hi s understandi ng
of the privatization process will result in a transfer
of the current Zshek office, equipnent and stores
directly to himand his staff.

b). Meeting with the adm nistrator of the Myasni ki an
District.

Avetian and Kucharzak net with Hrayr Sahaki an the
di strict manager of the |largest and hi ghest revenue
generating mai ntenance district in Yerevan, the
Myasni kian district. This center-city district
i ncl udes the opera house and the "Triangle"
denonstration, an I CVA project to denonstrate the
mai nt enance and rehabilitation of an apartnent
comunity utilizing commercial contractors as well as
the city mai ntenance operations. Sahaki an expressed
his displeasure with the "Triangle" project and stated
that the only difference with the appearance of the
Triangle project is that the commbn areas are now
cl eaner than they were before. He went on in voicing
his opinions by stating that he did not believe that
t he condom ni um novenent woul d ever be successful.

Anmong t he concerns he expressed addressed the
probl em of the absentee landlord. He stated that in a
100 unit building, you could find that 25 percent of
the units are not occupied by the owners. This is
because the owners own nore than one unit, or nore
commonl y, have taken permanent residence outside of the
country, either in another republic where jobs are
avai l abl e, or in another country with a | arge Arnenian
popul ati on such as Los Angeles. He stated that the
absent ee owned units do not pay their housing costs,
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and will beconme a financial burden to a condom ni um

He further stated that problens that arise in the
vacant unit may cause danmage problens to abutting
units. According to Sahakian, the condom niuns W ||
face an additional econom c problem since approxi mately
10 percent of the owners are insolvent and not able to
pay their housing expenses. According to Sahaki an,

t hat | eaves about 60 percent of the owners in a typical
building to carry the full cost of operating the
condom ni um

Sahaki an said that the city needs a denonstration
that the condom nium concept will work. He again
stated that little was | earned by the Triangle
denonstration. He stated that the country needs
legislation to permit the confiscation of apartnents
where the owner refuses to pay the fees and
assessnments. He further suggested that a declining
subsi dy be adopted by the governnent, thereby creating
a transitional period to condom ni um managenent .

Accordi ng to Sahaki an, the condom ni um program
needs to invol ve people who have the expertise to
coordi nate housing services. Not surprisingly, he saw
t he Zshek, which he locally adm nisters, as the |ogical
source of the expertise he believes is needed. Perhaps
t he nost outrageous statenment that he made was that he
expects to be appointed as president of a nmaster
associ ati on of condom ni um associ ations to be forned
within his district. He left a clear nessage with the
aut hor and the I CVA staff present that he adm nisters
t he | argest nmi ntenance budget in the city, 10 mllion
dram a nonth, and has no intention of having anot her
person or entity, public or private, dethrone himfrom
hi s post.

3. Meeting with the Lead Facilitators for the Ei ght Zshek
Districts.

On every Wednesday, the lead facilitators for the eight
Zshek districts neet with their supervisor, Ruben Ter-
Grigorian, to discuss the progress of the condon ni um
program and to receive direction. During the visit on this
task order, Kanmp Khachatrian, Ter-Gigorian's supervisor,
decided to hold the weekly neeting in his office and invited
the ICVA project teamto attend. Unfortunately, Ter-
Grigorian was absent due to illness. Khachatrian convened
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the neeting with six of the eight districts present. He
expl ained that the city has hired, or really reclassified,
16 engineers to serve as facilitators and that sone
districts have three facilitators assigned and sone only
have one, but nost of the districts have two facilitators,
and that the neeting nornmally has one representative for
each district. Khachatrian explained that the weekly
meeting is intended to permt the facilitators to report on
the progress they are making in form ng condom niuns within
their assigned districts. He has established a goal that
each Zshek unit within each district have a condom ni um

regi stered by year end. Wth 54 Zsheks, he is expecting the
i ndi vi dual Zsheks to each contribute to neeting his year end
target of 60 condom niuns registered. He further stated
that the problens with the Decree are preventing the

regi stration of condom niunms, and unl ess corrected, may

i npede the ability of the office in neeting its goal. He
stressed that the difficulties with the | aw should not del ay
staff activities to encourage condom ni um formati on.

It was apparent that Khachatrian was di sappoi nted that
Ter-Gigorian was absent due to illness, and displ eased that
not all of the facilitators appeared for the neeting. After
a few minutes, he closed the neeting, and Avetian and
Kucharzak, assisted in translation by Karapetian, continued
the neeting in the admnistrative offices for the
condom ni um program Each district then reported on its
area of responsibility. The followwing is a summary of the
reports:

a). Shengavit District

The district is working with the residents and
provi ding informati on on the condom ni um program
Their instructions are to seek out buildings in which
there are owners who are interested in a voluntary
conversion to condom ni um ownershi p. This does not
mean that the building has | ess than 50 percent of the
units privatized, rather is a policy to identify
apartnent conmunities where the residents are

interested in the condom ni um program and are willing
to nove toward registration as a condom ni um
association. It was reported that the facilitators

have had several neetings with five potenti al
associations. The facilitators keep m nutes of the
neetings, and a registration package for one
association is ready to be presented to the city office
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of the state registrar.
Dat a:
E The district contains 420 buil di ngs.

E Currently, 33 buildings are included in the
five potential condom niuns being assisted by
the facilitators

Pr obl ens:

E There is concern and unrest about the future of
t he Zshek technici ans.

E Assistance is needed fromthe city architects
in defining the boundaries of the proposed
condom niuns. (What would | ater becone a
frequently expressed concern regarding the
optimal size of a condom nium pronpted a lively
di scussi on wi thout resolution.)

E The residents and the Zshek enpl oyees have
expressed concern as to how the Zshek will be
conpensated after the condom niumis formed and
the former per square neter "rent" will then be
paid to the city as a housing tax.

E The residents are concerned that they do not have
space for an office from which to staff and
adm ni ster the needs of the condom ni um

b). Khorherdain District

The district has submitted three packages to the
Yerevan City Council to issue a Decision of the Gty
allowing for the registration of the condom ni um
associ ation under the provisions of the Governnental
Deci sion on Co-Omership Entities for mandatory
formati on of condom ni um associ ati ons.

Dat a:

E There are 980 buildings inthe district. This is
the largest district in the city.

E The facilitators are working with a total of
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thirteen potential associations containing a
total of 70 buil dings.

Pr obl ens:

No new probl ens were nentioned, but the
representative concurred in the problem areas
previ ously di scussed.

c). Spandarian District

The facilitators have submtted three conplete
regi stration packages to the Yerevan City Council for
i ssuance of a Decree allowing for the registration to
proceed. The facilitators have video taped one of the
or gani zati onal neeti ngs.

Dat a:
E The district contains 420 buil di ngs.

E The facilitators are working with the three
associ ations that have submtted packages to
the city council. The three proposed
condom ni um associ ati ons contain 22 buil di ngs.
The facilitators are not preparing other
apartnent communities for condom nium
regi stration pendi ng the decision of the
Republic to anend the decision by renoving the
conflict that exists between the Governnent
Deci si on on Condom ni uns and the non-profit
regul ati ons of the Republic.

Pr obl ens:
E "People in general are against the condom nium
concept . "
d). Shahum an District
The facilitators are working with three potenti al
condom ni um associ ati ons and have submtted the
regi stration docunents to the city council. The city

has approved one of the proposed condom niuns and the
facilitators are still waiting to hear of the Gty
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council's decision on the other two proposed
associ ati ons.

Dat a:
E There are 800 buildings in the district.
E The facilitators are working with three
associations. The first association is
conpri sed of seven buildings, the second of
five buildings, and the third is a one building
associ ati on.
Pr obl ens:
E The owners are in need of office space fromwhich
to operate their association.
e). Erebuny District
The facilitators are working on three condom ni um
packages. One association has elected its officers and
has submitted its package to the City Council for a
Deci si on.
Dat a:
E The district has 720 buil di ngs.
E There are 16 buildings contained in the three
condom ni um associ ati ons they are working on.
f). Arabkir D strict
Their are two potential condom niumassociations in
the making within the district, neither of which is far
enough along to be submtted to the Gty Council.
Dat a:
E There are 527 buildings in the district.
E There are four buildings in each of the two

condom ni uns bei ng processed, and anot her 10
buildings in the early stages of formation.
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Pr obl ens:

£

O fice space is needed for the associations to
conduct its business.

We need the city architect to issue a

determ nation on the boundaries of the

condom niumclusters. "This is nobst inportant
to our ability to do our jobs."

The owners continue to have questions as to how
t hey can be expected to pay for the maintenance
costs with their difficult econom c situation.
It was suggested that a transitional subsidy be
initiated by the city to help the residents
phase into full responsibility for the

mai nt enance.

"We facilitators need i nformati on about the
future of the Zshek.™"

There is a sense of urgency that the city hurry
t he process of financing and providing the
bui | di ng nmai ntenance in order to preserve the
nation's housi ng stock.

g). Mssing Districts

1).

2) .

Masht ot s

Dat a:
There are 437 buildings in the district.

Myasni ki an

Dat a:
The district contains 202 buil di ngs.

The facilitators nade a special request that a
m ni - wor kshop be held where they woul d be "wal ked
t hrough"” the finances of the condom nium This request
came fromthe di scussions between the facilitators and
Kucharzak where Kucharzak provi ded sone exanples as to
how much noney coul d be collected fromresidents based
on the existing fee structures, w th exanpl es provided
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as to the buying power of the funds in securing the
services of trades people and accounting support.

4. Meetings Wth the Head of the Yerevan O fice of
Condoni ni um Ser vi ces.

a). The first of the |long awaited neetings with Ter-
Gigorian, head of the Yerevan O fice of Condom ni um
Services, was held with Kucharzak and Avetian present.
When Kucharzak asked Ter-Gigorian to outline the areas
of concern he saw in the operation of the OCS, he

provi ded the foll ow ng:

i). The people of Arnenia are insolvent and cannot
afford to pay the costs of maintaining their
housing. As a result, they wll not experience
any difference in the appearance of their hones.
The problem of housing in Arnenia is a | ack of
sufficient inconme to pay for what the people need
and want i ncluding inproving their housing.

ii). There is concern about how to deal with
condom ni um conversions especially wth m xed
ownership of units (sonme privatized and sone
government owned). Exanples provided fromthe
United States discuss or denonstrate exanpl es of
new constructi on condom ni um devel opnents wherein
a devel oper builds a conpl ex designed as, and
intended to be, a condom ni um operati on.

Author's Note: Although the author provided
exanpl es of apartnent conpl exes converted to
condom ni um operation, the U S exanples are
built around rental property where tenants
buy in or nove out of the conplex and seek
housi ng el sewhere. Ter-Gigorian would |ike
nore exanples from Eastern Europe or Russia
where the condom niumeffort has been
underway for a |longer period of tine and has
experienced a simlar starting point.

iti). There is a major problemw th the popul ation
not havi ng experience in assum ng the
responsibility for the maintenance of their
housing. Publicity efforts nust continue to
educate the public and change their thinking to
that of an owner. He joked that he and his
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supervi sor, Kano Khachatrian, have been on TV and
radi o so nmuch di scussing the condom ni um program
they will be targets for sonmeone who is upset with
t he program

iv). There is an ongoing concern regarding the
city maintenance enpl oyees. Ter-Gigorian nade a
cal cul ated political/managenent decision when he
assi gned sone of the mai ntenance engi neers as
programfacilitators. He said that the

mai nt enance enpl oyees and the general public
understand that the maintenance departnent is to
be phased out. As a result, the existing

mai nt enance enpl oyees, including many of those
newy assigned as facilitators are uncertai n about
their jobs and their future. Ter-Gigorian stated
that it is this uncertainty regarding the future
of the mai ntenance functions that pronpted himto
hire sone of the maintenance engineers for the
condom niumfacilitator positions. He stated that
he had no choice. Had he hired new people to fil
the facilitator jobs, the naintenance enpl oyees
woul d have created "massive problens for himand

t he program ™

v). The problem of prom sed incentives was

di scussed. Ter-Gigorian expressed concern that
the top | eadership of Yerevan including the Prine
M ni ster have publicly prom sed the people that if
they form condom ni um associ ati ons and pay their
electrical bills, the city would provide around
the clock electrical service. Ter-Gigorian said
at the present tine the city cannot provide nore
than an hour of electrical service a day for nuch
of the housing. He is concerned about the effect
on the credibility of the officials speaking about
t he program

C. A STRATEGY FOR THE VANDAZOR OFFI CE OF CONDOM NI UM SERVI CES

A one-day visit to Vandazor was nmade where the Deputy- Mayor
Armen Hovani ssi an, and his assistant, Arnmen Bejanian, nmet with
t he | CMA condom ni um program wor ki ng group consi sting of Avetian
and Kucharzak. This was the second visit to Vandazor by
Kucharzak, the first being |ast sumrer at the semnar to train
the city officials on the condom niumprogram As with all of the
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cities exposed to the training, Vandazor was encouraged to open
an O fice of Condom nium Services and begi n undert aki ng neasures
to inplenent the program |In establishing the condom ni um
programin Vandazor, the city set as the goal for the programthe
establishment of a system whereby the residents are given many of
rights regardi ng the ownershi p and managenent of their housing,
and with the rights conme certain obligations. The Ofice of
Condom ni um Servi ces was opened by a decision of the Executive
Commttee of the Gty Council. The full council does not have to
meet to permt the Executive Conmttee to establish "tenporary
structures,” which are then ratified by the full council at a
|ater time. The Deputy Mayor said that with the large city
council, the full council does come together for nmany deci sions

i ncludi ng the approval of the annual city budget. |In creating
the Ofice of Condom nium Services, the city took advantage of a
directive of the Republic of Armenia that instructed the cities
to cut the budgets of the councils. In conplying with the
reduction in personnel necessitated by the budget cuts, the city
took two innovative neasures: First, the noney cut fromthe city
council budget was assigned to the Ofice of Condom ni um

Servi ces; secondly, existing job descriptions for city council
personnel were nodified that added new duties required by the
condom ni um program The city then offered the new positions in
the Ofice of Condom nium Services to the people who woul d be
laid off as a result of the council budget cuts. Several

enpl oyees decided they could not performthe job duties required,
or chose not to accept the new assignnent and were laid off.
Armen Bej ani an was appoi nted as head of the condom ni um program
and two support staff positions were created. Although a
separate office was not opened for reasons that wll becone nore
obvious later, the city has begun providing informati on on the
program The Deputy Mayor made a point of stating that the city
of Vandazor nmade a conscious decision not to follow the pattern
of the city of Yerevan which folded the Ofice of Condom ni um
Service into the city mai ntenance structure. According to

Hovani ssian, the city of Yerevan took an easy out and assi gned

t he condom nium programto the city mai ntenance organi zation to
preserve the jobs of the maintenance enpl oyees and m nimze the
city's noral e probl ens.

Deputy Mayor Hovani ssi an provi ded an expl anation of the
progress the city made in preparing for the inplenentation of the
program and identified sone of the problem areas that have been
identified. Typical of Vanadzor's professional approach to city
managenent, the | CMA project working team were shown a detail ed
map that has identified 86 buildings that have over half of their
apartnents privatized and, therefore, are eligible for mandatory
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condom nium formation. Also delineated on the map was a
denonstrati on condom ni um "nei ghbor hood" site show ng the
bui l di ngs and the electrical, water and heating distribution
system servicing the site. A five building site containing 79
apartnents within the | arger denonstrati on area has been sel ected
to initiate the program

A conpact informational brochure has been devel oped and
circulated wwthin the denonstration area and distributed to the
public visiting the city offices. The city prepared an
i nformational packet that includes a sanple charter based on the
| CMA nodel nodified to accormmodate | ocal needs. The city had
schedul ed the organi zational neeting with the denonstration site
owners for the followng day (the city was originally told that
the CVA team woul d be spending two days in the city and that the
organi zati onal neeting was scheduled to enable the ICVA teamto
attend. The schedule was intended to be a surprise designed to
show the progress being made by the city). |If all goes well, the
city plans to have the condom nium and three others presented to
the office of the state registrar for registration in the first
week of Decenber.

The city is focused on decentralization of services, and
t hat phil osophy has led the city to the decision to not open a
condom nium program office within the city hall, but rather to
expl ore the opening of a separate office that will house the
condom ni um program and ot her existing and newly created
prograns, designed to inprove the quality of life of the
citizens. The city has entered into an agreenent with the
Yerevan State University whereby the university wll open a
satellite training center in the city of Vanadzor. The satellite
training center and the city's housing service center will be
| ocated in the same building. It is the intention of the city to
open the center as a separate public organization and | ater, once
it has been operating for a while, conplete the work necessary to
establish the center as a separate legal entity intended to be
economcally and politically independent and sel f-sufficient.

The city is working on an application for a URASIA grant to
open, equip and hel p operate the housing services center. The
deputy mayor stated that the grant may be sonewhere between
$25,000 up to $250,000. The city plans on equi pping the office
with a |large nunber of conputers, and believes that nore than
$25,000 will be required. 1In order to apply for a large grant,
URASIA will require that another non-profit entity support the
city's application. Vanadzor is hoping that 1CVA will be that
entity. The co-sponsorship will not require ICVA to provide
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financial support. The request was di scussed with Anlian, and he
expressed doubt that the city will be successful in attracting a
| arge grant fromthe URASI A foundation. According to Anlian,
URASI A does not give grants to cities, rather to NG3s or non-
profits. In addition, URASIA is | ooking for a denonstrated

hi story of acconplishnments fromthe potential grantee. A
contingent from Vanadzor visited the | CVA of fices when Anlian was
attendi ng the UN housi ng dedi cation cerenony. Kucharzak nmet with
t he del egation and expl ained | CMA's understandi ng of the grant
process, and stated that | CMA Yerevan cannot obligate the agency
to co-sponsorship of the grant application, but we would send the
request to Washington DCif the city so requests. The city
officials stated that they were know edgeabl e of the conditions
of the URASIA grant, and will begin imedi ately to take neasures
to establish the nunicipal nonprofit entity and assign to it the
task of opening and maintaining the OCS. The city wll continue
work on the grant application and wll submt the conpleted
application to ICVA for their consideration.

The city envisions the following tasks related to the
condom ni um program as priority tasks for the housing service
center to perform

E Prepare the charters for four types of housing
comuni ties:

1. Condom ni um communi ti es
2. Single famly hone communities
3. Associ ations of state owned buil di ngs

These are really condom ni um associ ati ons
established in buildings where the owners

chose not to establish condom ni um associ ati ons
on their own.

4. M xed communi ties
These are nei ghborhood communities that contain
housi ng communities of two or all three of the
above descri bed community types.
E Establish a data bank for all residential activities.

The city envisions a conputer data bank that contains the
foll ow ng information:
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1. A current census of the city. Currently the city
has 80 percent of the needed data. The task will be to
conplete the data elenents. The data would then be
used to help identify which households are unable to
pay the cost of housing and need rental assistance.

The data would al so provide information necessary to
restructure the utility fees and create a nore
equi tabl e system

2. Techni cal data on the infrastructure including the
| ocation of all underground utilities.

E Tasks directly supportive of the condom ni um program t hat
wi |l be provided by the housing service center:

1. Provide all training related to the condom ni um
program

2. Provide all registration assistance.

3. Maintain a |library and research center to study
housi ng issues in other countries, especially NIS
countries.

4. Provi de sonme |l egal services related to the

condom ni um program and arbitrate conflicts between
the owners and the service providers.

5. Prepare and train additional staff as needed
i ncluding staffs of energing condom ni uns.

E Tasks that may be assigned to the center in the future:

1. Wthin two or three years, the center would serve
as a cadastre office.

2. Have a conpl ete data base on all housing and
residents in the city. This will provide the city with
needed data as to which famlies cannot afford to pay
their housing costs. |In addition to determ ning the
need for housing subsidies, the data will be used by
the office to nore accurately determ ne which famlies
could afford to pay their housing costs but may not be

payi ng.

3. Mai ntain an inventory of the utility supply
system Currently, the |l ack of accurate data prevents
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accurate budgeting for the city utility providers.

4. Cities are granted the right to levy |local taxes.
Vanadzor has not exercised this right, absent a system
for accurately assessing and collecting the tax. On a
related issue, the city plans to increase the existing
tax on non-privatized dwellings as an incentive for
residents to privatize their apartnent before the end
of the free privatization period endi ng Decenber 31,
1996.

| nnovati ons proposed by Vandazor to support the condom ni um
program

The city of Vandazor, like all of the other cities visited
in conjunction with the condom nium program has identified the
i nsol vency of many Arnenians as the greatest obstacle to the
housi ng reform program however, unlike any other cities visited,
Vandazor has undertaken neasures to provide nmeani ngful incentives
to owners form ng a condom ni um and desi gned a programthat w ||
benefit the city as well. The following is an sunmary of the two
incentives discussed with the city officials:

E Real Estate Tax Exenption

The city has taken neasures to have legislation in
pl ace by February 1996 that will give condonm ni um
associ ations the option of registering the ownership of
the Iand al ong with the condom ni um buil di ng, or only
registering the buildings. The Deputy Mayor expl ai ned
that if the associations do not claimownership of the
| and, then under Arnenian |aw, the owners of the
structures on the devel oped | and are not required to pay
real estate taxes. During the discussion the working
group and the city representatives spent sone tine
di scussing the concept. The discussion delved into sone
of the options that could be considered that would
protect the owners interests and provide the economc
incentive intended by the city. In particular, the
concept of long-termland | ease was explored as an
option. The city reported that under Arnenian |aw, |ease
of the land, even w thout the paynent of rent, would
obligate the residents to pay real estate taxes. After
t he di al ogue the | CMA worki ng group was assured that the
city had taken neasures to protect the ownership rights
of the condom ni um association, a protection that is
intended to survive local political changes in the
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future. The city has also provided a mechani smw thin
the proposed |l egislation that would permt owners who
opted for one option on the tax issue to change to the
other tax classification. The legislation is intended to
gi ve the condom ni um associ ations additional funds with
whi ch they can maintain and nmanage their property.

Uility Charge Rebate Program

The city proposes to offer a financial incentive to
condom ni um associ ati ons which enter into an agreenent
with the city departnments providing electrical, water and
central heating services, whereby the association would
agree to collect the utility fees fromeach of the
associ ation owners and pay the city for the services
provi ded; and a second option whereby the association
woul d agree to assune responsibility for the naintenance
of the utility supply systemon the property but outside
of the building envel opes, for which the city would
rebate a portion of the fees paid. The rebate would cone
intw fornms. Under the agreenent, the city would
require that the association collect utility assessnents
fromthe individual nenbers and pay the "nmaster bill" to
the city. For providing this service, the association
woul d retain 10 percent of the noney collected. Once the
city posts the revenue receipts, the city would rebate an
additional 5 percent of the total anount collected from
the individual owners. The city would require that the
fees earned woul d be deposited into a special bank
managed reserve account. The second rebate woul d be
provi ded when the city perforns the accounting and, once
assured that the fees have been properly collected, the
city would rebate according to a sliding scale averaging
40 percent of the fees paid. This second rebate would
al so be deposited into the association's repl acenent
reserve account established for this purpose. Each
associ ation woul d have a separate bank account. If a
conponent of the utility systemrequires replacenent, the
associ ation would contact the utility and arrange for the
repairs. The city and the association would then both
sign a wwthdrawal fromthe reserve account to pay for the
work. |If the balance of the account is insufficient to
cover the repairs, the city would advance the needed
nmoney and col |l ect the advance as the account builds over
tinme.

The benefit to the association would be priority repair
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attention fromthe city. The advantage to the city would
be the assurance that if it perforns the repairs, it
woul d be paid. A second advantage to the city is the
reduction in the admnistration of the billing system

| nstead of accounting for individual apartnment utilities,
the city wll now only have to performrecord keeping on
i ndi vi dual buildings. The system would self-police non-
payers since the association would not receive the ful
rebate that they would otherwi se be entitled to if al
owners did not pay their assessnents on tine.

The programis a significant inprovenment from current
and past practice. Under the existing systemthe city
assesses the owners for utility services. The city then
pl aces all of the revenue received into a central
account. Disbursement fromthe account is on a city
determ ned, as-needed basis, often |eaving residents who
regularly pay the assessnments w thout needed repairs.

The proposed rebate incentive will help assure the owners
that the noney collected fromthe association would only
be used in maintaining the association's utilities.

| ndi vi dual Metering of Uilities

The current practice of providing utilities is to
individually meter electrical service and to assess a per
person consunption fee for cold and hot water and hot
wat er heating distributed through out the city froma
central heating plant. In the opinion of the city
officials, the basis for the assessnents is not relevant
and shoul d be studied and reestablished in a manner that
reflects the current consunption rate of the residents.
While the review of the fee structure would greatly
i nprove the citizens' perception of fairness regarding
the utility system the city would like to introduce
separate nmetering of all utilities. The city is
negotiating with the republic which controls the water
distribution systemin an effort to begin the
restructuring of the water rates at the supply. |If
successful, the city would like to offer "whol esal e"
rates to condom niuns installing master neters and
handl i ng the coll ection tasks.

The concept of introducing separate netering of the
utilities was nentioned in both Yerevan and Vandazor, and
is strongly encouraged by the author. The manufacture of
the neters woul d be an excellent private business venture

35



for an existing foundry in Arnenia, and would be a job-
creating opportunity. |If successful, Arnmenia may be able
to export neters to other NI'S republics.

VI 1. _RECOMVENDATI ONS

As Arnenia accelerates the housing refornms initiated six
years ago as evidenced by the recent introduction of housing
privatization and the inplenentation of a systemfor recording
condom ni um associ ati ons, conplenentary el enents of the housing
reformprogramneed to be initiated to support the established
reformprograns. The follow ng recomendati ons have been
identified by the author as the nost frequently addressed during
the many discussions with city officials, ICVA staff and
resi dents:

E Additional training should be offered to the staff of
the O fice of Condom nium Services now that they have
been hired and they have enough field experience to
understand their responsibilities. Many of the
guestions that have been raised indicate that the
mat erial that was presented in the Yerevan State
University courses 101 and 201 was not fully understood
and a refresher course with nore enphasis on conmunity
organi zati on and "marketing" the program shoul d be
consi der ed.

E An "Omers @uide to Condom ni um Owmershi p" shoul d be
devel oped so accurate information regardi ng el ections,
rights of owners and techni ques for conpetitive bidding
of repairs is understood by the average privatized
apartnent owner. It is understood that the basic
i nformati on regardi ng managenent of a condom ni um
association and the rights of owners is contained in
the 101 course offered by the Yerevan State University
to presidents of condom nium associ ations and to OCS
personnel ; however, an abbreviated text should be
considered that will informowners of the basics of
condom ni um operations and their rights w thout
requiring their attending the University course. This
recommendat i on addresses the concerns that follow
comments fromthe two Zshek adm nistrators we
i ntervi ewed who understood that they would
automatically be given the naintenance work for the new

36



condom ni um associ ations and that the only change woul d
be that instead of being a government maintenance
operation, they would now be a private, for-profit
enterprise, basically, an unregul ated nonopoly. The
comments nmade by a district maintenance supervisor who
oversees the Zshek operation and the condom ni um
services staff assigned to the district, and who
expects to appoint hinself as the president of the
condom ni um associ ation to be fornmed in his maintenance
district is a serious concern. The legislation clearly
states that the officers are to be el ected; however, if
exi sting governnment bureaucrats either do not
understand the legislation, or nore |likely, chose to
ignore it to protect their fiefdons, then the average
citizen will have the information on their rights
filtered by the existing officials who have had wi el ded
consi derabl e power over them and controlled the quality
of their shelter for decades.

A related issue requires that the city nove forward
aggressively to set forth an official policy on the
privatization of the Zshek and include therein a
tinmetable for the transition. |f the condom nium
programremains closely tied to the existing

mai nt enance operations, the novenent to privatize the
Zsheks and to encourage a free enterprise conpetitive
mai nt enance and property managenent industry in Arnenia

wi |l be hindered, and the rel ationship between the
owners and the mai ntenance operations will be so
simlar to the old systemthat the change wi |l appear

transparent.

A key elenment to the privatization of the maintenance
and the creation of a property managenent and

mai nt enance industry is the need to devel op busi ness

i ncubators. The conversion to condom ni um ownership
will create an enornous opportunity for entrepreneurs
to establish businesses and use the skills that they
have acquired in governnment service to neet the demand
created by the privately owned housing. Pronpt

i npl enentation of training and nentoring prograns wl |
assure, early on, that a conpetitive free market system
for housi ng nmai ntenance and nmanagenent is the new way
i n which people contract for services.

The concerns raised by the facilitators regarding the
need for the city architect to determ ne the boundaries
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of the condom nium property should be adm ni stratively
dealt with and corrected or raised to a higher |evel of
authority. It was also apparent that the Ofice of
Condom nium staff, the facilitators and the | CVA staff
di d not have needed information on the status of filed
of requests for City Council Decisions authorizing the
regi stration of condom niuns or the disposition of the
requests.

A reoccurring concern questions the ability of the
owners to pay the full costs of the maintenance and
managenent of their buildings. Arnenia should consider
adopting a housing all owance programthat w Il provide
gover nment housing subsidies to incone tested famlies
who are unable to pay the full cost of housing. For
many fam lies the housing all owance program woul d
provi de a necessary transition period fromful

gover nnment subsi di zed housing to fully private paid
housi ng costs. At risk popul ations such as the fixed-

i ncone-el derly, the disabled and the very poor famlies
will require long term subsidies; however, failure to
address this area may result in a further decline in
expendabl e i nconme for nost famlies as they struggle to
meet housing costs. At risk famlies may becone

honel ess as they becone unable to pay the fees and
assessnents necessary for the condom ni um associ ati ons
to performeven the nost basic of maintenance and
managenent functions.

| nprovenents to the central admnistration office of
the O fice of Condom nium Services need to be
considered by the Gty Mintenance Departnent. The
exi sting space assigned to the central adm nistration
shoul d not continue if other office space is avail able.
The office is difficult to find, |located at the end of
a narrow blind corridor. When electricity is not
avai |l abl e, the wi ndow ess corridor is conpletely dark
and hazardous. The location of the "pit" style toilet
roomat the opposite end of the blind corridor emts
foul odors that fill the corridor and force the staff
of the adm nistrative offices to work with the door

cl osed, thereby adding to the darkness and an

unwel coming feeling in the office.

The head of the O fice of Condom ni um Services and

the O fice Manager each have a conputer; however, the
hardware used by the O fice Manager shoul d be upgraded
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to handl e the high volune of data files that will be
generated as the condom ni um conversi on program gets
into full operation. |CMA should assist in researching
the availability of software packages that could be
used in establishing the data base for the program

A nunber of |egal issues arose that should be addressed
and, if warranted, introduced to the proper governnent
jurisdiction for |egislative action.

1. Legal authority should be considered to allow
for the establishnent of a |legal basis for the
formati on and operation of Master Associ ations.
Unl ess addressed, this wll be a recurring
probl em when a nunber of buildings, often with
m xed uses and structure types, share common
ar eas.

2. The issue of the commercial spaces in formng
condom ni uns needs to be addressed in the
| egi sl ation. The existing Governnment Decree on
Co- Ownership Entities addresses conmerci al
space as "non-residential" and while allow ng
for inclusion into the association, the Decree
prohi bits owners from engagi ng in comrerci al
enterprises. Condom niunms should be allowed to
i nclude the comrerci al space and the basenents
and storage areas as part of the condom ni um
property, and the association should be able to
collect rent fromthe non-residenti al
activities.

3. A review of existing statutes and the
creation of new | egislation regarding the
ability of the condom ni um associ ations to
pursue | egal renedies for non-paynment of dues,
assessnents and utilities should be considered.
Absentee owners are a chronic problem
t hroughout Arnenia. Many apartnents are
privately owned but not occupied because the
owner has taken up pernmanent residence in
anot her country, or the owner owns several
apartnents and chooses to | eave sone enpty for
an indefinite period of tinme. 1In either case,
the owners often do not make the required
paynments. On occasion, this results in frozen
pi pes, flooding and damage to adjoi ning units.
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A system of condemnati on proceedings and a
court ordered sale of the unit should be
considered in the case of recalcitrant owners.

4. A housing court should be considered. The
newness of the legislation and the vast nunber
of people who will now be |iving under new
forms of housing ownership and responsibility
will require that a specialized judicial system
be available to arbitrate and deci de on what
wi |l probably be an overwhel m ng nunber of
i ssues and clainms. Pronpt disposition of cases
coul d be achieved by a magistrate or a simlar
jurist whose caseload would be limted to
housi ng matters.

I X, CONCLUSI ONS

The programto encourage the formation of condom niuns in
Armeni a continues to nove forward at a remarkabl e pace. The
| ocal workshop instructors trained by USAI D) I CMA have exceeded
expectati ons and have added nine nore cities to the original goal
raising to 42 the total nunber of cities in Arnmenia where
resident trainers presented a semnar to | ocal governnent
officials. It has been denonstrated that follow ng the training,
| ocal governnents are capable of inplenenting the condom nium
formation programw th only intermttent support from USAI D/ | CVA
The success of the training and the pronpt followthrough in
initiating the registration of condom ni unms has noved Arnenia
forward in its housing reform program such that the other
conplinmentary and necessary reform program el enents nust be
introduced. Unlike earlier reformprograns in other republics of
the former Soviet Union, Arnmenia is nore concerned about the
quality of the condomniumeffort, and while working to
acconplish nuneric goals for registering condom niuns, is poised
to initiate the necessary support el enents including:

E The privatization of the maintenance program

E The establishnment of a | egal basis for enforcing owners
ri ghts under condom ni um ownership

E The creation of business incubators to create a free

mar ket housi ng mai nt enance and property nanagenent
i ndustry
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E The establishnment of a housing all owance systemto
protect the housing access for at risk popul ations
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Exhibit A

"H&H CONDOMINIUM" CO-OWNERSHIP
FOUNDING MEETING
DECISION

September 16, 1995 Y erevan
Decisions are made to:

1. Set up voting procedure for "H&H Condominium" co-ownership: one owner one vote.

2. Approve the Charter of Co-ownership with suggested additions and amendments.

3. Form an Administration with 19 members:
Garegin Sinanian, Stepan Grigorian, James Avetisian, Karlen Poghossian, Hovanes
Hounanian, Robert Sahakian, Varazdat Makhasian, Robert Zakoyan, Hranoush Baloyan,
Nikolay Ghazarian, Styopa Haroutunian, Anzshik Abrahamian, Y urik Saroyan, Loaya
Baginova, Karapet Shahinian, Arsen Saroyan, Gevork Gevorkian, Hrachya Gevorkian,
Haik Zshamkochian.

4. Elect Haik Zshamkochian as a President of Co-ownership.
5. Specify the number of Audit Committee members. Lyudmila Blazsheyevais required to form
the Audit Committee in a week.
6. Define 5 year term for the Audit Committee, President and the Administration.
7. Determine the founding capital in the amount of 1.000.000 drams.
8. Reserve: 250.000 drams.
9. Make the monthly payments: 1/24 of the total monthly amount.
10. Specify afine for the breach of payment termsin the amount of 0,05% for each late day.
11. Set up an office at the address Y ervand Kochar 1, the space of former "Post-Express’ co-op.
12. Approve the boundaries of co-ownership in accordance with appendix 4 and consider the
non-residential areas which were not privatized by 9.16.95 as co-ownership property. 13.
The President of co-ownershipisrequired to:
a) Develop all the legal documents and submit those to the State Registrar for
registration.
b) Submit the decisions of the meeting to the authorized bodies.
¢) Recelve the lease documents on non-residential areas from the executive authorities.
The performance of this task should be completed almost in a month.
d) Receive the documents on residential areas from Zsheck in a month.
e) Organize office activities in amonth.
f) Periodically inform co-ownership Administration on the performed activities.

Chairman -- Haik Zshamkochian
Secretary -- Karen Samsonian
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APPENDIX 3

List of structure owners and their sharesin the common property in percentage.:

33 oneroom apt. X
33 two roomsapt. X

Yervand Kochar 1

41,75m2 =1377,75m2
65 m2 =2145m2

35 threeroomsapt. X 76,9 m2 =2691,5m2
Post office 196,4 m2
Studio 38,9 m2
Commercia store 56 m2
Elevator services office 26,2 m2

TOTAL - 6533,75
Privarized part
23 oneroom apt. X 41,75m2 = 960,25
29tworoomsapt. x  65m2 = 1885
24 threeroomsapt. x 76,9m2 = 1845,6

TOTAL- 4690,85

Yervand Kochar 3:
3loneroomapt. X 351m2 = 1088,1
3ltworoomapt. X 54,7m2 = 1695,7
36 three room apt. x 69,3.m2 = 24948
5four roomapt.  x 92,1m2 = 460,5
Office 74,8
Office 265
Bank 500
Studio 82
TOTAL - 6661,7
Privatized part
22 oneroom apt. X 351m2 = 772,2
20tworoomapt. x 54,7m2 = 1094
22 three room apt. x 69,3.m2 =  1524.6
3fourroomapt. X 92,1m2 = 276,3
Office 74,8
Office 265
Bank 500
Studio 82
TOTAL -  4589,7
Vardanants 20:

6 one room apt X 451 m2 = 270,6
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8 two room apt X 764m2 = 611,2
3threeroomapt X 791m2 = 7119
Sewing workshop  x 118,6,m2
Studio 76,4.m2
Closed balcany 10,8 m2
Office 85,3 m2
Closed balcony 13,3m2
TOTAL 1898,1
Privatized part:
4 one room apt. X 451m2 = 1804
5 tworooms X 764 = 382
5 three rooms X 791 = 395,5
Studio 76,4
TOTAL 957,9
Vardanants 22:
60 one room apt. X 336 = 2016
60tworoomapt. x 56,7 = 3402
50threeroomapt. x 68,7 = 3435
Furniture store 705,8
Commercial store 144,2
Construction materials store 380,5
TOTAL 5285
Vardanants 24:
Semi basement:
3 tworoomapts. x 1079 = 323,9
Ground floor:
1 one room apt. X 454 = 454
3 two room apts. X 89,7 = 269,1
lthreeroomsapts. x 1058 = 105,8
1-3floors:
6 one room apts. X 456 = 273.6



THE CHARTER OF THE
H&H CONDOMINIUM
A NON-PROFIT, CO-OWNERSHIP ENTITY

|. GENERAL PROVISIONS

1. The "H&H Condominium,” a non-profit, Co-ownership entity (henceforth "Co-
ownership entity") shall be founded by the Co-ownership entity members, who are the
owners of the residential units of the multifamily residential buildings, for the purpose of
joint execution of management, maintenance, and servicing of the above-mentioned
buildings.

2. The expenditures necessary for the maintenance and servicing of the parts of the
common property of the residential building, for common use, (henceforth "common
expenses') shall be provided at the expense of the members of the Co-ownership entity.
Share of each owner in common expenses is proportional to the percentage value of his or
her unit (residential or non-residential) areato the total residential area.

3. "Construction” shall mean a separate residential unit or anon-residential space of a
residential building, which is owned individually by a citizen or organization and does
not constitute a part of the Common Property."

4. "Common Property" shall mean all parts of aresidential building, except the
Constructions, and is under joint and indivisible possession, use, and disposal of the
owners of the residential units (members of the Co-ownership entity). Common Property
shall include al parts of aresidential building, cellars, roof, staircases, galeries,
elevators, utilities, improvementsto the yard, etc.)

5. "Owner's Share In The Common Property" means the share of each member of a Co-
Ownership entity in the Common Property which is inseparable from the Common
Property, which is not detached from the separated ownership in a Construction, and
which givestheright to vote in the Co-ownership entity. The share of an owner in the
Common Property shall be proportional to the ratio of the area of his own Construction to
the total area of all Constructions and shall be determined as a percentage or as a part
from the whole. The whole real estate acquired by the Co-ownership entity, in the order
defined by law, isthe Common Property of the Co-ownership entity of owners.

6. Operation of a Co-ownership entity is regulated by the Law of the Republic of Armenia
"On Enterprises and Entrepreneuria Activities," and by the Decision of the Government
of Armenia#295 "On Approval of the Charter of Co-Ownership Entities
(Condominiums)" and other legislative documents.

7. The Co-ownership entity is a non-profit legal entity, has a seal bearing its name and an
operational and other accounts in banking institutions.
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8. The Co-ownership entity has the right to gain profit from its property, and may spend
itsincome only for purposes related to activities authorized by its Charter. The Co-
ownership entity may form affiliates, in compliance with proper regulations. to provide
for activities authorized by its Charter.

9. The Co-ownership entity is prohibited to be a member of for-profit enterprises or
organizations.

10. The Co-ownership entity members shall be liable for the obligations of the Co-
ownership entity within the limits of their interest shares determined by Item 5. of this
Charter.

11. The following shall be the inseparable part of the Charter:

1. The postal address of the Co-ownership entity, and the description of the
territory where the Co-ownership entity is formed (Appendix 1);

2. Description of each unit, members and dimensions (Appendix 2);

3. List of unit owners and interest shares of each owner in percentage values
(Appendix 3);

4. Plan of the grounds of the Co-ownership entity (Appendix 4)
12. Name of the Co-ownership Entity is: H&H Condominium".
Address of the Co-ownership entity is: Yerevan-70, 1 Y erevand Kochar Street

I1. THE FOUNDING CAPITAL AND THE RESOURCES OF THE CO-OWNERSHIP
ENTITY.

13. The size of the founding capital of the Co-ownership entity is 100,000 drams. This
capital isformed by the sum of the deposits of the founders of the Co-ownership entity.

14. The size of the deposits of the participants in the founding capital shall be determined
according to Item 5 of this Charter.

15. Alterations in the founding capital shall be made upon the consent of the participants
and upon additional payments by them or receipt of other revenues.

16. The participant shall be obligated to deposit his share of the founding capital by
making monthly payments, the amount of which will be equal to 1/24 of the total amount.
In case of failure to meet this requirement, the participant shall pay adaily penalty equal
to 0.05 percent of the unpaid amount.
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17. The resources of the Co-ownership entity shall be formed from:
a). The deposits of the founders, periodical payments of the founders for the
common expenses the amounts of which are determined by the General Meeting
of the Co-ownership entity;
b). According to the method defined in Item 5 of this Charter;
). Revenues determined in item 7 of this Charter;
d). Revenues received from affiliates;
€). Resources received from other sources permitted by law.
18. The Co-ownership entity shall create:
a). An operationa fund;
b). Social fund;

c). A reserve fund in the amount of 25,000 drams.

The reserve fund shall be used exclusively for the objectives and functions of the
Co-ownership entity as authorized by its Charter.

d). Other funds established by the General Meeting or the Administration.
[11. THE MANAGEMENT OF THE CO-OWNERSHIP ENTITY
19. The highest body of the Co-ownership entity is the General Meeting of its members.

The General Meeting of the Co-ownership entity shall have a decision making authority
provided at least 75 percent of the members are present. The decisions shall be made the
simple majority of the votes of the participants of the meeting, if not regulated otherwise
by this Charter or the Foundation Agreement.

Each member of the Co-ownership entity shall be entitled to transfer, at the Genera
Meeting, his authorities to another person or have a representative attending that General
Meeting.

20. The General Meeting of the Co-ownership entity shall be held at |east once ayear, no
later than February 1 of the current year. If the meeting is not held within 15 days of the
established date, then the authorities of the Meeting shall be transferred to the Local
Council of Deputies until a General Meeting is held. Extraordinary General Meetings
shall be convened upon the request of the President of the Co-ownership entity, 50
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percent of the members of the Executive Board or the Audit Committee, or at least 25
percent of the members of the Co-ownership entity.

21. Thefollowing shall constitute the exclusive authority of the General Meeting of the
Co-ownership entity:

a). Confirmation of the Foundation Agreement of the Co-ownership entity and
alteration thereof.

b). Elections and recalls of the President of the Co-ownership entity and alteration
thereof.

If the General Meeting does not elect the administration within a 15 days period,
then an extraordinary meeting shall be convened. If the extraordinary meeting
does not elect the Administration then the authorities of the General Meeting shall
be transferred to the Local Council Of Deputies until the Administration is
elected.

¢). Approva of the annual report of the Executive Board of the Co-ownership
entity.

d). Approval of the budget of the Co-ownership entity including the amounts of
membership fees.

€). Consenting to receiving loans.

f). Conveyance or mortgaging of the Common Property of the members of the Co-
ownership entity.

0). Determination of the salary scales for the employed officials of he Co-
ownership entity.

h). Approval of the organizational structural of the Co-ownership entity.

i). Determination of the necessity and the amount of additional paymentsto be
made by the members of the Co-ownership entity.

]). Termination and dissolution of the Co-ownership entity.
k). Other issues.

22. The decisions on the issues stated in items a), d), €) and f) shall be made by a 75
percent majority of the votes of the members participating in the General Meeting.

23. The members of the Co-ownership entity must be informed of the up-coming General
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Meeting and of its agenda no later than 10 days before the day of the General Meeting.

24. The Administration and the President of Co-ownership entity are elected for five year
terms.

25. If the General Meeting does not approve the budget mentioned in Item 21 of this
Charter, then the Administration will be authorized to approve it, provided that the budget
amount does not exceed the previous year budget in comparable prices. If the General
Meeting does not approve the first budget then the Administration will prepare and
approveit.

26. The number of the members of the Executive Board is 19. It has the following
functions:

a). Act in the periods between the General Meetings and perform all the powers of
he Co-ownership entity.

b). Collect membership fees from resident;

c). Consider claims and complaints of residents;

d). Consider issues related to use of non-residential areas;

e). Establish committees to assist operation of the Co-ownership entity;
f). Approves the staff and the salaries of staff members.

0). Determines the use of special assessments.

h). Exercises other authorities, except for the issues which are the exceptional
authority of the General Mesting.

27. Sessions of the Administration shall be held at least once a three month period by the
on the call of the President. Extraordinary sessionswill be held by the President of the
Co-ownership entity, the members of its Executive Board or the Audit Committee, the
members of the Co-ownership entity or the Local Council Of Deputies. If an
extraordinary session is proposed but not held within afive day period then the initiators
have the right to hold it themselves.

28. The nominee who receives the most votes during the elections of the members of the
Executive Board shall become the President. In case of ties, decisionsis made by a
simple majority of votes. The President of Co-ownership entity is also the President of
the Administration.

29. The President of the Co-ownership entity shall be entitled to:
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a). Represent the Co-ownership entity without a Letter of Attorney;
b). Call sessions of the Administration;
C). Supervise the operation of the Administration;

d). Represent the Co-ownership entity in government organizations, court and
arbitration, enterprises and organizations.

€). Enter into contracts and financia transactions;

f). Hire and dismiss hired employees of the Co-ownership entity;

0). Be the authorities given by the General Meeting and administration;

h). Exercise the authorities given by the General Meeting and administration,;

i). Have the ultimate vote for the situations determined in Items 21 f)., and 26 d).

30. The Audit Committee shall be elected by the General Meeting according to Item 21 of
this Charter. It supervisesimplementation of decisions of the General Meeting,
Administration, and the President, protection of property, audits the documents of the Co-
ownership entity, implementation of the provisions of the Charter, gives conclusions on
the annual balance sheet, statement of revenues and expenses, and is authorized to make
financial audit of any aspect of the Co-ownership entity.

31. The Audit Committee shall consist of five members. The Committee Chair isthe
person elected by its members by asimple majority vote. The period of authorities of the
Audit Committee is determined according to the method described in item 24 for the
Administration and President. The members of the Executive Board of the Co-ownership
entity and their family members cannot, at the same time, be members of the Audit
Commission.

V. THE RIGHTS AND OBLIGATIONS OF THE MEMBERS OF THE CO-OWNERSHIP
ENTITY.

32. Only the owners of residential or non-residential units of the multifamily residential
building.

33. Every owner of aunit (residential or non-residential) who has an interest share in joint
Common Property is a member of the Co-ownership entity.

34. Every member of the Co-ownership entity shall enjoy the right to:
a). Own, dispose and use his or her private unit, according to the current
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legislation of the Republic of Armenig;

b). Elect and be elected to the Administration of the Co-ownership entity;

c). Receive information about the activities of the Co-ownership entity;

d). Appedl to the courts, in the event the decision of the General Meeting of the
Co-ownership entity, or its Executive Board encroach upon the rights of a member
of the Co-ownership entity.

€). Be the member of several co-ownership entities.

35. Every member of the Co-ownership entity shall be obligated to:

a). Pay the required fees in the time limits, amounts, and manner established by
this Charter.

b). Protect the common property, not spoil or damage it;
c). Participate in activities of the Co-ownership entity;

d). support the execution of the objective and functions of the Co-ownership
entity.

e). Pay, beyond the established budget estimates, the expenses for the
maintenance, use, and servicing of the non-residentia space allocated to him.

f). Pay upon the decision of the General Meeting of the Executive Board, the
special purpose fees not included in the budget, needed for unanticipated
expenses.

0). Pay the penalties (fines) imposed for his failure to make timely payment of
established fees.

36. A member of the Co-ownership entity cannot be partially or totally exempted from
the payment of fees used for protection, repair, renovation and maintenance of the
building.

37. The fact of the Construction owner's residence in another place as well as the fact of
conveyance of the right to use the Construction to another person shall not exempt the
owner from his obligations.

38. Before al units are privatized, the local government will be the owner of non-

privatized units and the respective interest shares, and will have the corresponding right
and obligations.
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39. The tenants of the Constructions and other persons are obliged to observe the rules
defined for maintenance, repair and service of the building, and the provision of the
Charter of the Co-ownership entity.

40. Protection of the property and the interests of condominium membersis guarenteed
by the legidation of the Republic of Armenia.

V. THE MAINTENANCE, REPAIR, & IMPROVEMENT OF THE RESIDENTIAL BUILDING

41. Ordinary improvements to the common property may be made on the basis of a
decision adopted by the General Meeting of the Co-ownership entity after approval of the
annual budget of revenues and expenses.

42. Significant improvements (additions to the equipment and so on), may be made upon
the decision approved by the General Meeting of the Co-ownership entity after approval
of the annual budget of revenues and expenses, according to the method determined in the
legislation of the Republic of Armenia.

43. Alteration of boundaries between adjacent units may be made upon consent of the
owners of these units. In this case the interest shares will be recalculated after
corresponding changes are made in the Charter. Approval of the General Meeting is not
required in this case

44. Alteration of boundaries between Construction and the Common Property may be
made only upon the consent of 75 percent of the members of the Co-ownership entity at
the General Meeting, after corresponding changes are made in the Charter.

45. Every unit of the Co-ownership entity should permit the representative of he Co-
ownership entity authorized by the Administration to enter his or her apartment if thisis
required for control, repair or renovation of the facilities.

46. If the owner of the Construction or any other person acting on behalf of the owner
damages the Common Property or any other Construction, then he must repair the
damage or cover the expenses of the repair.

47. Insurance of the Construction shall be provided by the owner of the Construction.
Insurance of the Common Property shall be provided by the Co-ownership entity.

48. The Co-ownership entity shall have a new passport for the multifamily residential
building and make atechnical inspection at least once in afive year period.

49. For each fiscal year the Administration of the Co-ownership entity should present to

the General Meeting, financial statements and the budget of revenues and expenses which
is sufficient to cover anticipated expenses for service and maintenance of the Common
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Property.

50. The Legidlation of the Republic of Armenia may anticipate mandatory measures for
the maintenance and utilization of the housing stock, the expenses necessary for the
implementation of which, aswell as the mandatory payment of those expenses by the
appropriate owners must be necessarily foreseen in the annual budget estimate of
revenues and expenditures of the Co-ownership entity.

51. The Co-ownership entity shall dispense the fees paid by the Co-ownership entity
members for maintenance, repair, construction and reconstruction of real estate, for
payment of borrowed loans and for salaries of the Co-ownership entity hired staff.

VI. THE COMMON EXPENSES OF A CO-OWNERSHIP ENTITY
52. The payments of the members of the Co-ownership entity anticipated by the annual
budget estimate of revenues and expenditures shall be made every month no later than the
tenth (10th) of the succeeding month.
53. Expenses of the members of the Co-ownership entity, related to the use of parts of the
Common Property or land parcel assigned to their individual use shall be covered by the
annual budget estimate of revenues and expenditures.
54. In case of delay of the payments anticipated by the annual budget estimate of revenues
and expenditures a fine for each day of delay shall be imposed equal to .05 percent of the
debt.
55. In case of non-payment of the debt by the Co-ownership entity member within three
months from the due date of payment, the Co-ownership entity shall be entitled to appeal
to acourt of law.

VI. THE TERMINATION OF THE CO-OWNERSHIP ENTITY
56. The Co-ownership entity may be terminated in the following cases:

a). In the event the land parcel on which the residential building is constructed is
taken for government or public purposes.

b). If asingle owner remainsin amultifamily residential building;
). If the multifamily residential building physically ceasesto exist;
d). Upon the decision of the courts.

€). In other cases foreseen by law.
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57. The property remaining after the dissolution of the Co-ownership entity shall be
distributed among the members of the Co-ownership entity in proportion to their sharesin
the Common Property.



Exhibit B

Republic of Armenia
October 20, 1995

Decision #39/11
of
the Executive Committee of Yerevan City Council of Deputies
on Organizing a Condominium in Buildings 1 and 3, Yervand Kochar Street
and 20, 22 and 24 Vardanants Street

According to the Decision #295 of the Government of Armenia on Condominiums dated May 30,
1995, and based on the decision of the general meeting of owners the Executive Committee
decides:

Organize a condominium in buildings 1 and 3, Y ervand Kochar Street and 20, 22 and 24
Vardanants Street and name it “H&H” Condominium;

Assign the Department of Maintenance of Buildings and Structures of Y erevan City Council
(headed by K. Khachatrian) be responsible for taking necessary stepsto call agenera
meeting of unit owners within 15-days period, elect administration and president, and register
the condominium;

Assign the State Department of Architecture and Urban Development (headed by V.
Khojasarian), within 15-days period after the registration, allocate land plots under the
buildings 1 and 3, Y ervand Kochar Street and 20, 22 and 24 Vardanants Street and adjacent
territories (yards, walkways, roads, recreation and green areas) for permanent use;

Assign the Department of Maintenance of Buildings and Structures of Y erevan City Council
(headed by K. Khachatrian) to transfer the buildings 1 and 3, Y ervand Kochar Street and 20,
22 and 24 Vardanants Street, basements, internal engineering communications, facilitiesin
yards, mechanical, electrical, sewer, and other facilities, aswell as other structuresrelated to
the buildings from the balance sheet of the Department to the balance sheet of the “H&H”
Condominium;

Assign the Inventory Department of Y erevan City Council (headed by A. Bagratian) to make
necessary records,

Assign Department of Maintenance of Buildings and Structures of Y erevan City Council
(headed by K. Khachatrian) to organize and be responsible for implementation of this
decision.

Assign Vice-Mayor R. Nazarian to be responsible for control over implementation of the
decision.

Mayor of Yerevan V. Khachatrian
Secretary of the City Council A. Mkrtchian
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Exhibit C

About Changes in the Organizational Structure of the Department of
Utilization of Buildings and Structures

Department of Utilization of Buildings and Structures of the Executive Committee of Y erevan
City Council will be converted into a State Enterprise of Utilization of Buildings and Structures.

The State Enterprise of Utilization of Buildings and Structures includes:

a 54 dffiliates - Zsheks - in 8 administrative districts of Y erevan,;

b. 8 affiliates - Departments of Current Repairsin 8 administrative districts of
Y erevan, accomplishing service and emergency repairs of the housing stock;

C. “Yerverelak” specialized affiliate of repairs of elevators;

d. “Jah” specialized affiliate of maintenance of electrical stoves and repairs of the
electrical cabling systemsin residential buildings;

e A specialized supplier-affiliate;

Affiliate Zsheks will get the status of self-sustainable enterprises, have bank

accounts and round seals. They will collect housing fees and fees for communal

utilities from the areas which they serve. They will accomplish service,
maintenance and repair of residential buildings in the area, make lists of buildings
requiring capital repairs of heating, sewerage, electrical systems, roofs, and so on,
be responsible for capital repairs and for provision of proper quality of repairs,
will control work accomplished by contractors, provide documents on “ propiskas’
and other documentation to residents, have the right to be involved in
entrepreneurial activities, however, getting the agreement of the head enterprise

(State Enterprise), provide paid services to the community, and extra revenues

generated from the latter activities will be used to maintain the area and to pay

salaries to employees.

1. The State Enterprise of Utilization of Buildings and Structures has on its balance the
residential housing stock of the city, except for cooperative buildings and buildings of
enterprises and ministries. It will collect rents for rented residential and non-residential
areas and alocate these amounts for maintenance and service of the housing stocks to
districts (according to the areas of serviced territories); through the specialized supplier-
affiliate it will provide materials for maintenance and repairs to other affiliates, control
capital repairs, accomplished by production-technical departments; control work of
contractors, which had been approved by Zsheks, will identify drawbacks, make
recommendations for improvements, and control their implementation; provide
administrative fines to employees and officials who have violated the discipline; control
current repairs of the housing stock in districts, prevent illegal construction, and process
the claims of residents.

2. Affiliate Departments of Current Repairs will accomplish current repairs of residential
buildings of the district according to claims received from Zsheks, and capital repairs
according to the price-list approved by the State Enterprise for capital repairs. They will
help to prepare buildings for the winter and eliminate emergencies in heating and

—
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electrical systems.

“Jah” specialized affiliate will accomplish maintenance, repair and renovation of
electrical stoves, and capital repairs of electrical cabling systemsin State-owned buildings
(started with September 1, thiswill be funded by the residents), based on the claims
received either by the State Enterprise or by Zsheks, according to the approved pricelists,
however for electrical repairs the affiliate should always receive the approval of the State
Enterprise. The affiliate will be self-sustainable and have their own balances. The effiliate
will accomplish repairs and renovations of elevatorsin high-rise residential buildings, and
from September 1, 1995, aso will maintain and service elevators. It will be responsible
for safety requirements for elevators. Capital repairs and renovations will be
accomplished according to approved pricelists. The affiliate will eliminate emergenciesin
the area according to the claims received from Zsheks.
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Exhibit E
Executive Committee of Yerevan City Council

About Changes in the Organizational Structure of the Department
of Utilization of Buildings and Structures

(presentation by K. Khachatrian)

In order to make changes in the organizational structure of Department of Utilization of

Buildings and Structures and to implement Decision #6/13 of the Executive Committee of

Y erevan City Council dated on February 24, 1995, the Executive Committee decides to:

1. Convert the Department of Utilization of Buildings and Structures of the Executive

Committee of Y erevan City Council into a State Enterprise of Utilization of Buildings

and Structures.

Approve the Charter of the State Enterprise of Utilization of Buildings and Structures.

Liquidate District Utilization Departments in Shengavit, Spandarian, Erebuny,

Miasnikian, Arabkir, Shahumian, Mashtots, Khorhrdain districts.

4, Assign A. Babayan, Head of Department of Socio-Economic Development to be
responsible for the following:

4.1. Establish acommittee to organize liquidation of the above mentioned
organizations and reallocate their funds,

4.2. The committee should finish these activities before August 20 1995 and report the
Executive Committee of Y erevan City Council about the results.

5. Assign K. Khachatrian, Head of the State Enterprise of Utilization of Buildings and
Structures to be responsible for the following:

5.1. Settle the problem of employment of employees of liquidated departments,
offering them new positions according to the established method,;
5.2. Develop and adopt charters of affiliates of the Enterprise.

6. Department of Utilization of Buildings and Structures will operate according to its old
status until it isregistered in the State Registrar’ s office.

7. Assign Department of Socio-Economic Development (Head A. Babayan) and Department
of Utilization of Buildings and Structures (Head K. Khachatrian) to be responsible for
organization and implementation of this Decision.

8. Assign Vice-Mayors V. Vardapetian and R. Nazarian to control implementation of the
Decision.

wnN

V. Vardapetian,
R. Nazarian;
V. Harutunian;
A. Babayan;
K. Khachatrian;
|. Nazarian;
K. Harutunian.
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